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IN THE MATTER OF THE APPLICATION
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DOCKET NO. E-01345A-19-__

APPLICATION FOR APPROVAL
OF 2020 RENEWABLE ENERGY
STANDARD IMPLEMENTATION

OF RENEWABLE ENERGY ADJUSTOR. PLAN

The attached 2020-2024 Renewable Energy Standard (RES) Implementation Plan

(2020 RES Plan or Plan) continues Arizona Public Service Company’s (APS or
Company) commitment to the renewable energy targets established by the Arizona
Corporation Commission’s (Commission) RES rules. APS submits its 2020 RES Plan
(attached as Exhibit A) under A.A.C. R14-2-1813 and in accordance with Staff’s
standardized reporting format developed in Decision No. 72737 (Jan. 18, 2012).
APS’s 2020 RES Plan requests funding for previously-authorized programs.,
including legacy performance-based incentives, renewable purchase power costs and
ongoing program administrative costs, educational outreach, and administration of prior |

initiatives currently being implemented. The Plan seeks the Commission’s approval of a |

total base RES budget of $86.3 million for 2020, and the total request for the 2020-2024
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Plan to be $399.6 million, not including any funding offsets. After applying funding
offsets, the total requested RES Surcharge Collection for 2020 is $69.1 million.

The Plan includes the following:

* Summary information regarding the amount of renewable generation on
APS’s system and its progress towards compliance with the RES;

* A request for waiver under A.A.C. R14-2-1816 of the residential distributed
energy requirement provided in A.A.C. R14-2-1805 to recognize the
substantial amount of non-incented residential distributed energy on APS’s
system:

* A request to continue the Green Choice Rates as proposed in the 2019 RES
Plan;

* Estimated budgets for 2020 through 2024 and

* A request for funds to support the limited- and moderate-income solar
programs approved in APS’s last rate case.'

This Application briefly touches upon each of the foregoing.

L PLAN HIGHLIGHTS

A. APS Requests a Waiver of the Residential Distributed Generation
Requirement While Continuing to Exceed Overall Compliance with
the RES.

APS’s portfolio of Renewable Generation (RG) resources contains significant RG |
resources that serve the energy demands of all APS customers. The Renewable Energy
Standard requires APS to obtain 10% percent of its retail sales with renewable energy
resources by the end of 2020. APS anticipates that, given the amount of renewable
energy already in its diverse resource portfolio and the current volume of
interconnection applications for distributed generation, that approximately 15.6 percent

of the Company’s retail sales will be met by renewable resources by the end of 2019.

' See Decision No. 76295 (Aug. 18, 2017).



M=l <R = ¥ VS S

9 2 [§] 5] — — — —_— S — [a— [a— o —
(8] (] —_— o O o o] -~ o tn 4 (%] 2 — o

24

APS’s targeted RG goal for 2020 is 2,461 GWh. APS is far ahead of compliance
with the overall cumulative RES goal and is compliant with the non-residential
distributed generation requirements through 2021. APS will not have enough Renewable
Energy Credits to meet the residential distributed generation targets (DG carve out)

contained in the RES for 2020.

APS therefore requests a full and permanent waiver of the DG carve out
contained in A.A.C. R14-2-1805 for 2020. A.A.C. R14-2-1816 provides that “[t]he
Commission may waive compliance with any provision of this Article for good cause.”
Good cause exists to waive the residential distributed energy requirements for 2020.
First, a permanent waiver is the least costly way for APS to establish compliance with
the residential distributed generation targets. Second, as documented in APS’s most
recent Renewable Energy Standard Compliance Report filed in March 2019, there
continues to be a substantial and continuous amount of non-incented rooftop solar being
installed in APS’s service territory and the intent of the DG carve out is already being

satisfied.
B. Increase Educational Outreach

Decision No. 71459 (Jan. 29, 2010) created the Arizona Goes Solar website.
APS believes that analyzing and updating the website would be valuable and appropriate |
at this juncture, so that customers have accurate and up-to-date information on solar and |
other evolving distributed resource industries, as well as current market conditions. APS
proposed in 2019 to continue funding RES education and outreach and update the
website to make the platform current and more user-friendly. The website serves as a
repository of relevant Arizona information for distributed generation resources for
stakeholders and customers. APS will continue this work in 2020. In addition, APS will

be providing education and outreach to solar customers in compliance with the

Commission’s decision in Docket No. E-01345A-19-0003.



L=l e T = T, B = 7

_
_— D

M I\J I\-) l\-) [\J [\) [\J M [t I — — e —_— P —
~J @) L 4= 2 2 — o =) o] ~ N wn P 8] [§o}

(]
oC

s APS Solar Communities

Under Decision No. 76295 (Aug. 18, 2017), APS continues to expand rooftop
solar installations for limited- and moderate-income customers through Company-owned
solar distributed generation program known as APS Solar Communities. As required,
APS continues to invest between $10 and $15 million annually, allocating at least 65%
of annual program expenditures to residential installations for limited- and moderate-
income families. This Application requests $4.6 million in 2020 for the revenue
requirements associated with APS Solar Communities Program. The Program offers
clean energy to limited- and moderate-income customers in single-family and multi-
family housing, as well as non-profit commercial customers that serve limited-income

populations, Title I Schools, and rural government customers.

II.  APS’S PLAN PROPOSES A 2020 BUDGET AND RES ADJUSTOR TO
SUPPORT EXISTING APPROVED PROJECTS AND COMMITMENTS.

As discussed previously, APS requires a total 2020 RES budget of approximately
$86.3 million, a decrease from the 2019 budget, even without any funding offsets. APS
intends to apply several credits and revenue streams to lower total RES adjustor
collections needed in 2020.

In addition, by the end of 2020, APS expects to have unallocated funds in the
amount of $20.6 million. APS proposes to use approximately $10.3 million of these
collected, but unallocated funds, to reduce its 2020 budget and apply the remaining

$10.3 million as an offset to the 2021 budget.

III. CONCLUSION

APS’s 2020 RES Plan provides continued support and funding to enable APS to
meet its obligations under the RES while moderating incremental rate impact. The
Company respectfully requests that the Commission approve APS’s 2020 RES Plan and
budget as proposed.
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RESPECTFULLY SUBMITTED this lﬁt day of July 2019.

i i
By: J jw--rj MM&W%W
Melissa M Krueger

Theresa Dwyer
Attorneys for Arizona Public Service Company

ORIGINAL and thirteen (13) copies
of the foregoing filed this __| day
of July 2019 with:

Docket Control

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007
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Executive Summary

Arizona Public Service Company (APS or Company) is required by the state’s Renewable
Energy Standard (RES) to achieve 10.0 percent of retail sales with renewable resources by
year-end 2020, increasing annually to 14.0 percent in 2024. In the following 2020-2024
RES Implementation Plan (Plan), APS requests funding approval for existing program
commitments and deployment of previously authorized programs. The Company expects to
achieve compliance with the 2020 RES requirements provided all of the resources discussed
herein are authorized and continued as previously-approved in prior Arizona Corporation
Commission (Commission) decisions. As to the residential distributed generation (DG)
target, APS requests a permanent waiver in lieu of compliance due to the continued steady
levels of non-incented rooftop solar being installed in its service territory.

Renewable Generation. Renewable Generation (RG) resources within the APS portfolio
are larger-scale renewable energy resources that serve the energy demand of all APS
customers. APS’s targeted RG resources for 2020 is 2,461 GWh.

Distributed Generation. As of December 31, 2018, there were a total of 90,055
residential and non-residential solar grid-tied DG systems, with associated capacity of 851
MW-AC. Of those systems, 22,365 were residential installations and 1,009 non-residential
installations that received incentives to interconnect solar grid-tied DG systems, with
associated capacity of 131 MW-AC and 187 MW-AC, respectively. Based upon these
currently-installed resources, as well as commitments from previously-approved program
budgets, APS projects it will be in compliance with non-residential energy targets until 2021
and residential DG energy targets through December 2017. APS is not requesting monies
for new solar grid-tied DG resource incentives in the Plan because the DG market and
interconnections remain robust.

The above DG forecast does not include RECs associated with non-incented installations.
Through May 1, 2019, 71,249 residential solar grid-tied DG systems (501 MW-AC) and 592
non-residential solar grid-tied DG systems (52 MW-AC) have been installed across the APS
service territory and interconnected to APS’s grid without receiving incentives. Given the
continued consistent levels of residential DG in APS’s service territory, the Company
requests a permanent waiver of the residential compliance requirement in 2020. APS
continues to see high rates of solar DG interconnections without an incentive, but the DG
compliance requirement only includes RECs associated with installations that received an
incentive.

Budget. The requested budget for APS’s 2020 Plan consists of funding for previously-
authorized programs, including legacy Production-Based Incentive (PBI) subsidy payments,
purchased power agreement (PPA) and revenue requirement costs, educational outreach,
and administration of prior initiatives currently being implemented.

APS expects the total base budget for PBI and other DG legacy, PPA projects in 2020 to be
$86.3 million, and the total request for the 2020-2024 Plan years to be $399.6 million, not
including any funding offsets.

ii Executive Summary|



Introduction

In the 2020-2024 RES Implementation Plan, APS provides an update on authorized
renewable energy programs, generation projects, and the Green Choice Program, as well as
any related budget requirements.

A. 2020-2024 RES Requirement

The RES was established in August 2007, and requires APS to file a Plan each year for
review and approval by the Commission.! The Plan describes the Company’s strategy to
meet the requirements of the RES for the next five calendar years, identifying the eligible
technologies, the expected schedule for the resource incorporation on a year-by-year basis,
and both the megawatts (MW) and megawatt hours (MWh) expected to be added to the APS
portfolio by the incorporation of those resources.

APS has prepared this Plan for the five-year period 2020-2024 in compliance with the RES
rules. The RES requires that affected utilities satisfy an annual renewable energy
requirement by providing a percentage of their electric retail sales from renewable energy
resources. The required percentage for the current implementation period begins at 10.0
percent in 2020 and increases to 14.0 percent in 2024. The RES requires that the minimum
percentage be increased to 15.0 percent of the utility’s total retail sales by the year 2025.

Per Decision No. 74882 (December 31, 2014), compliance with the DG rules may be met
absent direct cash incentives. The Commission requires APS to include information in its
Plan on the Company’s compliance standing both with and without being able to record
renewable energy installed independently by a customer without receiving a direct cash
incentive (described herein as non-incented installations). Exhibits 2B and 2C identify
distributed generation production under both scenarios requested by the Commission. Other
energy exhibits in this Plan show existing and projected non-incented installations.

I. Renewable Generation

RG resources within the APS portfolio are larger-scale renewable energy resources that
serve the energy demand of all APS customers. These resources are part of the Company’s
energy portfolio as provided to the Commission in the Company’s 2017 Integrated Resource
Plan—as such, they are applied to APS’s overall RES requirements.? APS is required to
include estimated pricing information related to RG projects. Consistent with prior Plans,

' A.A.C. R14-2-1801 et seq.
? Docket No. E-00000V-15-0094, filed in compliance with A.A.C. R14-2-703.

1| -



APS has included a redacted version of the information in Exhibits 3B and 3D and is
providing un-redacted pricing information directly to Commission Staff.

A. Biomass

On May 9, 2019, APS filed a report summarizing the results of its evaluation of the
feasibility and potential cost of converting a unit at the Cholla power plant to burn biomass.
The report and other related documents can be viewed in Docket No. E-00000Q-17-0138.
This information was also presented to the Commission at the May 21, 2019 Open Meeting.
APS is not taking any further action at this time absent further direction from the
Commission.

II. Distributed Generation

A. APS Interconnection and Program Management

Consistent with Commission direction on incentive-funding step downs and APS
performance with the DG requirements; APS ceased offering direct-cash incentives for
residential and non-residential solar DG grid-tied resources at the end of 2013. The
Company continues to experience a steady application volume for non-incented residential
DG grid-tied generating facilities during 2019.

With the consistent volume of interconnection requests comes steady activity in the areas of
application review, meter installation, distributed energy resource (DER) planning, legacy
program management and ongoing customer support. The RES budget request of $8.8
million for distributed energy program administration and implementation reflects the need
to be responsive to the robust market environment for solar and other DER technology
adoption.

B. Investment in AZ SUN II (APS Solar Communities)

Per Decision No. 76295 (August 18, 2017) (Decision), the Commission approved APS to
expand rooftop solar installations for limited- and moderate-income Arizonans. APS owns
all of the generation under the program and all the renewable energy credits under the
program. The Decision requires APS to invest between $10 and $15 million annually over
three years (2018, 2019, 2020), allocating at least 65% of annual program expenditures to
residential installations. APS seeks $4.6 million in 2020 for the APS Solar Communities
Program. This reflects the total program costs as approved in the Decision. The program is
available to limited- and moderate-income customers in single-family and multi-family
housing, as well as non-profit commercial customers that serve limited-income populations,
Title T Schools, and rural government customers. APS is required to file a quarterly report
on the progress of this program. APS’s quarterly reports and related documents can be
viewed in Docket Nos. E-01345A-16-0036 and E-01345A-16-0123.

2|



C. Managing long-term PBI contracts and payments

From 2009 to 2013, APS was authorized to implement annual PBI programs for non-
residential customers who deploy DG grid-tied resources at commercial sites. PBlIs are paid
on a cents/kWh basis for actual solar generation. These legacy PBI contracts represent long-
term, ongoing RES budget commitments that are gradually paid to customers or third-party
providers over the length of the contracts.

Exhibit 3C provides detail on this category of subsidy expenditures. APS has entered into
long-term PBI contracts totaling $633.4 million over the life of the RES. By the end of 2020,
the Company will have paid approximately $277.2 million cumulatively against the total.
APS estimates that at the end of 2020, $324.2 million in lifetime PBI payments will remain
to be collected and paid for through future RES budgets, with $32.0 million projected to be
paid during 2020.

Exhibit 3C also includes the amortization of PBI commitments through ongoing incentive
payments as well as the reduction in remaining PBI authorizations no longer needed to
complete prior programs.

APS renewable energy program staff manage all of the associated PBI credit purchase
contracts, assist customers with system modification and billing queries, support quarterly
PBI payment processing and facilitate CPA assignments and contact or payee information
changes. Ongoing PBI contract management is included in the RES budget request of $8.8
million for DG program administration and implementation.

D. Residential DG

APS requests a permanent waiver of the residential DG carve-out requirement in 2020 due
to continued high levels of residential DG being installed in its service territory without an
incentive. Nonetheless, the Company expects to be more than 70% compliant with the
2020 incremental residential goal. APS projects it will be in compliance with incented non-
residential energy targets until 2021 and incented residential DG energy targets through
December 2017. Through May 1, 2019, 71,249 residential solar grid-tied DG systems (501
MW-AC) and 592 non-residential solar grid-tied DG systems (52 MW-AC) have been
installed and interconnected without receiving incentives. APS continues to see consistently
high rates of solar DG interconnections without an incentive; however, the DG compliance
forecast only includes RECs associated with installations that received an incentive. By the
end of 2019, cumulative DG capacity (all technologies) on the APS system will be at least
911 MW-AC, of which 553 MW-AC is non-incented DG interconnections.

3|



III. Program Administration

A. Distributed Energy Administration Plan (DEAP)

The DEAP is a master program administration guideline that APS posts on its public website
at aps.com/renewables. APS has made no changes to the DEAP that was approved in
Decision No. 74237 on January 7, 2014,

B. Educational outreach

Decision No. 71459, paragraph 54 (January 29, 2010), created the Arizona Goes Solar
website to help promote the availability of REST funds for residential solar projects, create
additional awareness of incentives for residential and commercial solar projects, and provide
a publicly accessible source for accurate solar market data. APS sees value in continuing to
maintain the Arizona Goes Solar website, as the information provides ratepayers with
accurate and up-to-date information on the solar and evolving DER industries. In 2019, the
Arizona Goes Solar website is moving to a more secure and modern platform. The required
content provided on the website will remain the same.

APS will comply with Commission decision resulting from Docket No. E-01345A-19-0003
regarding solar customer educational outreach.

C. Green Choice Program

APS proposed changes in its pending 2019 RES Implementation Plan to modify the Green
Choice Program to increase customer participation by better meeting customer’s
preferences for resource type. The 2019 RES Implementation Plan application can be
viewed in Docket No. E-01345A-18-0226. APS is not proposing any additional changes to
the program at this time.

IV. Budget

The budget for APS’'s 2020 Plan consists of funding for previously authorized programs
including PBI legacy payments, PPA and revenue requirement costs, and prior initiatives
currently being implemented.

The total base RES budget in 2020 is $86.3 million and the five-year total for the 2020-
2024 Plan is projected to be $399.6 million, not including any funding offsets.

APS intends to apply several credits and revenue streams to lower the total RES adjustor
collections needed in 2020 and 2021. Offsets to the 2020 budget (see Exhibit 3A) include
$6.0 million from the System Benefit Charge included in base rates, rate program revenues,
and general reallocation offsets due to variances in power purchase costs, programs

4] -



completed under budget, and cancelled projects. After applying these funding offsets, the
total requested RES Surcharge Collection for 2020 is $69.1 million.’>

A. Reallocation of program funds

In prior RES plans, APS has applied a portion of the Company’s unallocated program funds
as a direct offset to a given year’s budget to reduce the need for additional RES collections.
By the end of 2020, APS expects to have estimated unallocated funds in the amount of
$20.6 million. APS proposes to use $10.3 million of these collected but estimated
unallocated funds in the 2020 budget and apply the remaining $10.3 million as an offset to
the 2021 budget.

* See Exhibit 3A: 2020 RES IP Summary Budget.
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